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SPEECH BY SENATOR MAX BAUCUS
BEFORE THE NATIONAL ACCOUNTING & FINANCE COUNCIL
VANCOUVER, BRITISH COLUMBIA
THANK YOU- I AM PLEASED TO BE WITH YOU TODAY. THE COOL BEAUTY
OF BRITISH COLUMBIA IS WELCOME RELIEF FROM THE HOT AIR IN
WASHINGTON.
THE NATIONAL ECONOMY
I'M SURE ONE OF THE QUESTIONS YOU'RE WRESTLING WITH HERE IS
IETHER OR NOT THE ECONOMY HAS FINALLY TURNED AROUND.
THE ECONOMIC FORECASTERS FINALLY ARE GETTING OPTIMISTIC.
UNEMPLOYMENT HAS STOPPED RISING-. FACTORY ORDERS ARE INCREASING.
FOR THE SECOND MONTH IN A ROW, PRODUCTIVITY WENT UP LAST MONTH-
HOUSES ARE BEGINNING TO SELL. INFLATION CONTINUES TO FALL-
LOOKING AT THE NUMBERS, IT APPEARS THAT THE ECONOMIC
RECOVERY AT LONG LAST HAS ARRIVED-
BUT, THE REAL ISSUE IS -- HOW LONG WILL IT STAY-
THE KEY IS INTEREST RATES- UNLESS INTEREST RATES CONTINUE
TO DROP AND STABILIZE AT REASONABLE LEVELS, THE RECOVERY WILL NOT
LIVE UP TO ITS ADVANCED BILLING-
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I DON'T HAVE A QUICK FIX THAT WILL KEEP INTEREST RATES DOWN.
BUT THERE ARE SOME THINGS THAT CONGRESS CAN DO THAT WILL HELP.
I THINK FOUR BASIC STEPS ARE NEEDED-
FIRST, WE MUST MAKE A COMMITMENT TO REDUCE THE FEDERAL
BUDGET DEFICIT- WE NEED A PLAN OF STEADY, LONG-TERM AND
REALISTIC CUTS IN THE FEDERAL DEFICIT. THAT WOULD BE THE KIND OF
SIGNAL NEEDED TO PROVE THAT DEFICITS ARE HEADING DOWN.
AS YOU MAY KNOW,- CONGRESS HAS STILL NOT AGREED ON A BUDGET
R NEXT YEAR. THAT IS ALARMING. THE FEDERAL DEFICIT IS OVER
$200 BILLION-
FAILURE TO ADOPT A BUDGET THAT SETS A CLEAR COURSE TOWARD
LOWER DEFICITS IS IRRESPONSIBLE- IF CONGRESS CANNOT AGREE ON
BUDGET TARGETS FOR NEXT YEAR, I WILL CONSIDER VOTING AGAINST ALL
APPROPRIATIONS BILLS.
SECOND, WE NEED TO REQUIRE A BALANCED BUDGET IN FUTURE
YEARS. THE FEDERAL BUDGET IS OUT OF CONTROL- WE NEED NEW TOOLS
TO ENCOURAGE BALANCED BUDGETS-
I'M INTRODUCING A BILL THAT WOULD PERMIT. THE FEDERAL
VERNMENT TO OPERATE IN THE RED, BUT ONLY AFTER THREE-FIFTHS OF
CONGRESS VOTES FOR DEFICIT SPENDING-
_. 
3
THIRD, CONGRESS MUST BE TOUGH WITH THE FEDERAL RESERVE-
CHAIRMAN VOLCKER'S TERM EXPIRES THIS SUMMER. THIS SHOULD BE AN
OPPORTUNITY TO PUT PRESSURE ON HIM AND THE FED TO LOWER INTEREST
RATES.
THE RECENT SWINGS IN THE MONEY SUPPLY HAVE SENT TREMORS
THROUGH THE FINANCIAL MARKETPLACE- WE NEED TO MAKE SURE THEY ARE
NOT THE HARBINGER OF ANOTHER HIGH INTEREST CYCLE.
I SERVE ON THE SENATE FINANCE COMMITTEE WHICH WILL HOLD
HEARINGS ON THE NOMINEE TO HEAD THE FED. THAT IS THE TIME TO
j}EVIEW THE WISDOM OF THE FED'S POLICIES-
FINALLY, WE ALSO MUST REFORM THE FED- WE MUST NOT BE HELD
HOSTAGE BY THE MYTH OF AN INDEPENDENT FEDERAL RESERVE- CONGRESS
SHOULD -- AND MUST -- PLAY A GREATER ROLE IN SETTING MONETARY
GOALS-
INTEREST RATE GOALS SHOULD BE COORDINATED WITH THE ECONOMIC
GOALS SET BY THE PRESIDENT AND CONGRESS. NO ONE BENEFITS IF THE
FED IS OPERATING LIKE A TOTALLY INDEPENDENT AGENCY-
REDUCING FEDERAL DEFICITS
I KNOW IT'S EASY TO TALK ABOUT CUTTING THE DEFICIT. GETTING
E JOB DONE IS A DIFFERENT STORY-
THERE ARE SEVERAL WAYS TO ACHIEVE SAVINGS-
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THE SOCIAL SECURITY REFORM PACKAGE WILL CUT THE DEFICIT BY
$11 BILLION A YEAR FOR THE NEXT FIVE YEARS-
CONGRESS ALSO MUST DO A BETTER JOB OF GETTING THE BIGGEST
BANG FOR EVERY DEFENSE BUCK- I SUPPORT INCREASED MILITARY
FUNDING- WE MUST MAINTAIN AND STRENGTHEN OUR NATIONAL DEFENSE-
BU I BELIEVE A 5 PERCENT INCREASE IN THE DEFENSE BUDGET
ALLOWS US TO ACCOMPLISH THAT GOAL, WITHOUT WASTING MONEY- A 5
PERCENT GROWTH RATE WOULD CUT THE DEFICIT BY $9 BILLION A YEAR
OVER THE NEXT FIVE YEARS-
THERE ALSO HAS BEEN A LOT OF TALK ABOUT ELIMINATING OR
CAPPING THE TAX CUT SCHEDULED FOR JULY 1-
I DISAGREE WITH THOSE WHO WANT TO ELIMINATE THE TAX CUT ALL
7 TOGETHER. THE THIRD YEAR OF THE TAX CUT IS THE ONE THAT MOST
XBENEFITS MIDDLE- INCOME TAXPAYERS THE MOST- IT IS THIS GROUP
THAT IS NEEDED IN THE ECONOMIC RECOVERY-
I THINK WE SHOULD CONSIDER CAPPING THE BENEFITS OF THE TAX
CUT- WE SHOULD CONSIDER LIMITING THE TAX CUT TO $700. COUPLES
EARNING $50,000 OR LESS WOULD RECEIVE THE FULL 10 PERCENT. ABOVE
-50,000, THE TAX CUT WOULD DECREASE. THIS PROPOSAL WOULD SAVE
OUT $7 BILLION A YEAR.
FINALLY,'A MODEST PROGRAM OF CLOSOMG LOOPHOLES IN THE TAX
rnn me ill rn flnt eC Annii -r .nTI 1 inI n Vr nn
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THIS LIST ALONE WOULD CUT THE CURRENT PROJECTED DEFICIT BY
$21 BILLION IN 1984, $28 BILLION IN 1985 AND $45 BILLION IN 1986.
THAT'S ONLY A PORTION OF WHAT NEEDS TO BE DONE, BUT IT IS AN
IMPORTANT BEGINNING-
CUTTING DEFICITS BY $20 BILLION A YEAR WOULD SEND A CLEAR
SIGNAL TO THE BUSINESS COMMUNITY THAT CONGRESS IS SERIOUS ABOUT
REGAINING CONTROL OVER FEDERAL SPENDING-
AND, SUCH A PROGRAM WOULD EASE THE CREDIT CRUNCH THAT IS
HELPING KEEP INTEREST RATES TOO HIGH-
TRUCKING ISSUES
I WANT TO TURN, FOR A FEW MINUTES, TO SOME ISSUES THAT
DIRECTLY AFFECT THE TRUCKING INDUSTRY-
AS A MEMBER OF THE FINANCE COMMITTEE, I SEE FIRST-HAND HOW
LONG A PROCESS ANY TAX BILL MUST GO THROUGH BEFORE IT IS ENACTED-
A FEW MISPLACED WORDS CAN MEAN A BILLION LOSS TO THE FEDERAL
TREASURY- MORE IMPORTANT, A TAX BILL CAN WIPE OUT A SMALL
BUSINESS OR SEVERELY HAMPER THE OPERATIONS OF A LARGER FIRM-
THE HEAVY USE TAXES CONTAINED IN THE SURFACE TRANSPORTATION
ASSISTANCE ACT FALL INTO THIS CATEGORY-
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AND HEAVY USE TAX INCREASES. OUR NATION'S HIGHWAYS ARE IN
DESPERATE NEED OF REPAIR-
REPAIRS AND MAINTENANCE ARE BECOMING MORE AND MORE COSTLY-
WE HAVE TO FIND THE REVENUE SOMEWHERE TO PAY FOR THIS NEW DEMAND
ON THE HIGHWAY TRUST FUND.
I HAVE ONE GUIDING PRINCIPLE I USE TO DECIDE WHETHER I
SUPPORT A TAX BILL: IS IT FAIR?
IN MY VIEW, THE SURFACE TRANSPORTATION ASSISTANCE ACT WAS
NOT FAIR- IT IS CLEAR THAT HIGHWAY WEAR AND TEAR ATTRIBUTED TO
TRUCKS IS OVERSTATED. FOR THAT REASON I SUPPORTED AMENDMENTS TO
THE ACT THAT WOULD HAVE REDUCED THE HEAVY USE TAX TO A MORE
REASONABLE LEVEL-
THE ACT IS NOT ALL BAD NEWS FOR THE TRUCKING INDUSTRY. IT
DOES INCLUDE SOME BENEFITS-
I ALSO SERVE ON THE ENVIRONMENT AND PUBLIC WORKS COMMITTEE.
THIS COMMITTEE WROTE THE HIGHWAY PROGRAM IN THE ACT. AND WE
ADDRESSED THE ISSUE OF ALLOWABLE TRUCK WEIGHTS.
MY GOAL IN THE COMMITTEE WAS TO MAKE SURE THE NATIONAL
WEIGHT STANDARD WAS JUST THAT -- A NATIONAL STANDARD.
TLuCDC IJAC I TTTI C fml:IIT TrUAT TUIC wc,I UT I TIUTT nir~r -rn 1,
RAISED. REPRESENTING MONTANA, I WAS CONCERNED THAT THE
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"GRANDFATHER CLAUSE" THAT WE OPERATE UNDER WOULD BE PROTECTED IN
THE ACT.
AS YOU KNOW, THE GRANDFATHER CLAUSE MEANS THAT STATES, LIKE
MONTANA, THAT HAD SET WEIGHT STANDARDS ABOVE THE NATIONAL LEVEL
CAN STILL OPERATE UNDER THOSE STANDARDS.
THE COMMERCE COMMITTEE ALSO INCREASED THE SIZE LIMIT OF
TRUCKS.
BUT THESE BENEFITS DON'T, IN MY VIEW, WARRANT AN 800 PERCENT
INCREASE IN THE HEAVY USE TAX. AN TAX INCREASE THAT BIG IS JUST
NOT FAIR.
THERE IS A MORE ATTRACTIVE ALTERNATIVE. THE HOUSE OF
REPRESENTATIVES IS CONSIDERING A DIESEL DIFFERENTIAL BILL. THE
SENATE VERSION OF THIS BILL WAS INTRODUCED LAST WEEK.
THIS APPROACH SIMPLY MEANS THAT HIGHWAY TAXES WOULD BE PAID
ON A AN INCREASE IN THE DIESEL FUEL TAX. THIS 12 TO 14 CENT
ADDITIONAL DIESEL TAX WOULD ONLY APPLY TO VEHICLES OVER 10,000
POUNDS GROSS VEHICLE WEIGHT.
I LIKE THE IDEA OF A DIESEL DIFFERENTIAL FOR SEVERAL
REASONS-
CAUSED BY REPEAL OF THE HEAVY USE TAX.
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INCREASING THE DIESEL TAX IS FAIR. THOSE WHO USE THE
HIGHWAYS MORE WOULD CONTRIBUTE MORE TO THEIR REPAIR AND
MAINTENANCE. A TRUCK THAT ONLY TRAVELS 20,000 MILES A YEAR
SHOULD NOT PAY THE SAME TAX AS ONE THAT TRAVELS 100,000 MILES.
GAINING PASSAGE OF A MORE REASONABLE TRUCK TAX BILL WILL NOT
BE EASY. BUT I BELIEVE WE CAN ACCOMPLISH THIS GOAL. WE WILL
NEED YOUR HELP AND SUPPORT-
I HOPE YOU.WILL JOIN ME IN THIS EFFORT. THANK YOU.
